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KEY ECONOMIC INDICATORS: BURMA 


Exchange Rate 

FY 1978-79 U.S. 
FY 1979-80 U.S. 
FY 1980-81 U.S. 
January 1, 1981 


INCOME, PRODUCTION, EMPLOYMENT 


Gross Domestic Product (Current Prices) 
Gross Domestic Product (Constant 1979. ) 


Per Capita Income (Current Prices) 
Labor Force (in millions) 


Money, Prices 


Money Supply 2/(su1y of Fiscal Year) 
Interest Rate (Demand Deposits) 
Wholesale Price Index 

(1972 = 100, October of Fiscal Year) 


Consumer Price Index, Rangoon 
(1972 = 100, October of Fiscal Year) 


Foreign Trade 


Gold/Foreign Exchange Reserves 
(September of Fiscal Year) 
External Debt 3/ 
Balance of Payments 
Balance of Trade 
Exports, FOB 
U.S, Share 
Imports, CIF 
U.S, Share 


Main Imports from United States: 


1978-19 


1979-80 


$4.66 billion $5.16 billion 


2.91 billion 


$150 
12.9 


3.07 billion 


$160 
13.2 


$1.11 billion $1.28 billion 


8% 
211.5 


227.0 


$158 million 


$860 million 
-$16 million 
-$321 million 
$240 million 
$ 4 million 
$561 million 
$ 29 million 


8% 
2331 


251.6 


$254 million 


$1,300 million 
+$67 million 
-$248 million 
$399 million 

3 million 
$647 million 
$ 32 million 


1980-81 


$5.62 billion 
3.32 billion 


$174 
13.5 


$1.39 billion 
8% 
23207 


244.0 


$286 million 


$1,700 million 
+$9 million 
-$257 million 
$466 million 
$ 9 million 
$723 million 
$ 60 million 


Oil Service Equipment ($26 million), Agricultural Chemicals ($15 million), 


Heavy Equi 
Equipment, 


1/ FY = April 1 - March 31 


ent ($15,4 million), Computers ($1,3 million), Printing 
$600,000), Pharmaceuticals ($500,000), TV/Radio Equipment ($200,000), 


2/ Currency in circulation and demand deposits, but excludes foreign exchange and 
deposits of state corporations with banking system, 
3/ Embassy estimates based on World Bank projections. 





SUMMARY 


Burma had a real growth rate of more than 8 percent in Gross 
Domestic Product (GDP) in 1980-81, maintaining the modest economic 
boom which Burma has enjoyed over the past five years. The 

recent trend in Burma's economic development has reversed the 
record of economic stagnation and depression which characterized 
Burma's economy in its first 15 years under socialism. The main 
factors behind this remarkable recovery have been generous doses 
of foreign assistance in the form of concessional loans and a 
"ereen revolution" in Burma's agricultural sector. 


Burma's improved economic performance has been accompanied by 
growing pains in the form of a growing debt service problem and 

a mini-energy crisis. Over-reliance on loan capital has brought 
Burma's debt service ratio dangerously close to the 30 percent 
level. More critically, however, advances within Burma's domestic 
petroleum sector have not kept pace with overall economic growth. 
A sudden decline in production in late 1980 sent shock waves 
throughout Burma's economy, which if left unresolved could reverse 
the course of progress upon which Burma so recently embarked. 


To date Burma has not tapped other sources of capital for its 
development such as private foreign investment. Trade, however, 
has expanded significantly in the last four years, and U.S. firms 
have more than doubled their exports to Burma over the last two 
years. American companies have become important suppliers to 
Burma's petroleum sector and to major development projects funded 
by loans from the Asian Development Bank and the World Bank. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Burma Enjoys Modest Economic Boom Spurred by 8% Growth in 1980 


Over the past five years, Burma has enjoyed a modest economic boom, 
which has reversed a record of stagnation and decline which had 
characterized Burma's economy in the first fifteen years under 
socialism. Growth, as measured in gross domestic product (GDP), 
has averaged 6.5 percent in the past five years and in fiscal 

year 1980-81 reached a post-colonial era high of 8.3 percent. 


Although Burma's GDP grew at less than 3 percent per year in the 
1960's, Burma's economy reached its nadir only in the early 1970's 
when the GDP fell to less than 2 percent and could not keep pace 
with population growth. In 1971-72, economic performance was so 
bad that Burma recorded a negative GDP of minus one percent. 

In 1974-75, Burma's economy bottomed out and exports reached an 
all time low of U.S. $175 million, only about one-third of their 
1961-62 value in constant dollar terms. The inflation rate in 
that year topped 30 percent, and the government faced massive 
student riots and labor unrest throughout the country. 





In response to the worsening economic and political situation, 

the Burmese government embarked upon a multi-faceted development 
program designed to attract investment capital in the form of 
bilateral and multilateral loans, to raise agricultural production 
and increase exports through special high-yield variety (HYV) 
programs,and to introduce economic incentives through the reform 
of state corporations. These efforts soon revived Burma's ailing 
economy and produced the current boom. Inflation has declined to 
less than 5 percent in recent years, and the Rangoon consumer 
price index has risen only marginally in the past four years 

(from 249.67 to 249.86), providing a measure of stability not 
present since the current government came to power in 1962. To 

the extent an individual must depend on the unofficial market, 
however, and most Burmese rely on it to some extent, the rate of 
inflation is higher. Per capita incomes have also risen 30 percent 
in constant dollar terms to about U.S. $170 over the past four 
years. 


The massive infusion of capital in the form of bilateral and multi- 
lateral concessional loans has enabled Burma to purchase necessary 
capital equipment and spare parts to rehabilitate old industries 
and to create new productive capacities. As a result, exports 
have risen and total trade has skyrocketed from a little less 

than U.S. $400 million in 1975-76 to U.S.$1.2 billion in 1980-81. 
Although total trade today amounts to only about three-quarters 

of its 1961-62 value in constant dollar terms, Burma should exceed 
this bench mark in the coming year when the total volume of trade 
should reach U.S. $1.5 billion. This is still a small figure by 
regional standards. Total trade, for example, for the Philippines 
is U.S. $12 billion and for Thailand U.S. $15 billion. The rate 
of growth is nonetheless impressive and should make Burma a major 
Southeast Asian market in the coming decade. 


Over the past two fiscal years, Burma's balance of trade has been 

in deficit about U.S. $250 million. It will probably have a similar 
deficit in the coming fiscal year. Large inflows of loan and grant 
aid have helped offset Burma's trade deficits and have provided 
small net surpluses in the overall balance of payments in 1979-80 
(U.S. $67 million) and in 1980-81 (U.S. $9 million). Burma should 
have a similar positive balance of payments in the current fiscal 
year. 


The Burmese government is predicting only a modest growth rate for 
the present fiscal year of 5.7 percent. This will be easily 
achievable if the agricultural sector maintains its current momentum 
and favorable weather conditions hold during the monsoon this year. 
For the short term,Burma should be capable of maintaining its nearly 
7 percent per annum growth rate at least through the coming Four 
Year Plan which ends in 1987. Long term growth will depend upon 
political stability and the flexibility of Burmese economic planners 
in the face of changing world economic conditions. 





Foreign Assistance Provides Needed Capital Inputs 


In order to create its present minor economic miracle, Burma has 
relied on foreign loans for capital investments, avoiding both 
domestic and foreign private investments because of presumed in- 
compatibilities with Burma's socialist system. The World Bank 
(U.S.$350 million) and the Asian Development Bank (U.S. $300 million) 
have been important contributors to the development process since 
1975. Japan, however, has been the single largest donor. Since 
1970,Japan has provided Burma with almost U.S. $1 billion in 
concessional credits in its fourth largest aid program in the world. 
Disbursed loans to Burma from Japanese economic assistance and 
financial institutions account for 40 percent of all of Burma's 
external debt. 


As a result of these and other bilateral loans, Burma's external 

debt has risen from about U.S. $300 million in 1975 to U.S. $1.7 bil- 
lion in 1980-81. The Burma Aid Group under the leadership of the 
World Bank in December 1980 pledged U.S. $500 million for Burma's 
development in the coming year. Less than 20 percent of this total 
is in the form of grant aid, and Burma will probably continue to 
contract between U.S. $300 million to U.S. $400 million per year in 
developmental loans over the coming five years. 


But It Is Also Fostering A Debt Service Problem 


Although about 80 percent of Burma's current loans are concessional 
and long-term in nature, Burma's planners are nonetheless facing 

a growing problem with debt servicing. Over the past two years 

the debt service ratio has approached 30 percent. In 1979-80 

debt service was about 27 percent of exports and in 1980-81, 

28 percent of exports. If the current trend holds for the coming 
year, the ratio should remain at about 28 percent. 


The debt service problem stems from an over-reliance on loan 
capital for investments and the high ratio of funds needed to cover 
the non-concessitional portion of external debt. About 20 percent of 
Burma's external debt is the product of commercial loans and supplier 
credits which require 40 percent of Burma's current debt servicing. 
The Ministry of Planning and Finance is currently following a strict 
policy of contracting only for concessional loans unless funds are 
urgently needed for strategic industries or they promise a quick 
return on the investment in the form of increased exports. This 
strategy is only a short-term palliative. Burma still must find 
other sources of investment capital in order to reduce its reliance 
on loans. 





Burma's "Green Revolution" Transforming Agriculture 


Another critical factor contributing to Burma's economic recovery 
has been the introduction of high-yield variety (HYV) programs 

in the agricultural sector which have significantly increased 
overall production and agricultural exports. Agricultural exports 
are in fact the keystone of Burma's export effort, accounting for 
60 percent of all exports. Rice is the principal commodity and 
a 40 percent of Burma's total foreign exchange earnings 
in 1980-81. 


The Ministry of Agriculture and Forests introduced the first 

HYV program in 1975-76, which concentrated on paddy. As a result 

of this program and its emphasis on higher yields, paddy production 
has risen 55 percent under the program. In 1980-81 paddy production 
topped 13 million metric tons, more than double pre-war production 
figures and 25 percent greater than any other paddy crop in Burma's 
history. 


The Agriculture Corporation has introduced HYV programs for a number 
of other key crops and has enjoyed similar successes in increased 
production in the past four years. Jute (+30 percent), wheat 

(+30 percent), maize (+60 percent), butterbeans (+60 percent), and 
cotton (+65 percent) have had the fastest growth rates under the 
program. As a result jute, maize, and pulses have become major 
export crops, and Burma has become almost self-sufficient in wheat 
and cotton. 


Agricultural sector performance was the primary factor behind 
Burma's 8 percent growth rate in 1980-81. The HYV program and an 
excellent monsoon contributed significantly to the sector's recovery 
from the massive drought which devastated Upper Burma in 1979-80. 
Burma's farmers achieved record productions for over one dozen 
crops, and even problem crops such as oilseeds and sugarcane had 
bumper yields. 


As a result of the bountiful harvest in 1980-81, export earnings 
should be up significantly in 1981-82. Rice exports will probably 
come close to one million metric tons for the first time since the 
late 1960's, Moreover, because the Ministry of Trade has improved 
its marketing techniques over the past two years, Burmese rice is 
bringing as much as 50 percent more on the world market over a year 
ago. Long grain rice types command a premium price on the world 
market. Burma as a result has concentrated on growing these types 
under its HYV program in preference to its traditional medium-bold 
varietals, and as much as 40 percent of Burma's exports are now 
long grains. 





Mini-Energy Crisis Looms as an Obstacle to Future Growth 


In July 1979, Myanma Oil Corporation (MOC), Burma's state petroleum 
company, signed a contract with Mitsubishi of Japan to supply 1 
million barrels of crude oil over a 1-year period. At that time 
it appeared that Burma had become one of the few developing nations 
which could boast of being a net exporter of both food and energy. 
The energy boom unfortunately was short-lived and collapsed when 
crude oil production fell off significantly in late 1980 and Burma 
was unable to meet its full commitment to Mitsubishi. 


According to press reports MOC "over=punctured" the field in an 
attempt to raise production and to meet both increasing domestic 
demand and export commitments. Total production in 1980 fell almost 
one million barrels to around 10 million barrels per annum, but the 
reduction was actually much more dramatic in the sense that most 

of the decrease came in the last four months of the year. 


The most serious impact of Burma's energy squeeze has been on the 
domestic side where Burma's economic boom has fueled an increased 
demand for petroleum products. The sudden short supply of diesel, 
gasoline,and kerosene has forced the government to institute a 
strict gas rationing program in the capital. The government, how- 
ever, has been unable to control the supply problems in up-country 
areas, and diesel prices have sky-rocketed on the free market, 
According to informed sources, a number of major development 
projects--particularly in the agricultural sector--have also stalled 
for lack of fuel. 


The sudden energy crisis in late 1980 caught most of Burma's planners 
by surprise. Burma has not imported crude oil since 1975 and the 
inclination of government leaders is to maintain this policy and 
avoid the problems of escalating energy costs on the world market. 
However, in order to maintain its current momentum in the development 
field, Burma will have to discover new sources of domestic crude or 
turn again to imports in the near future. The decision to import is 
a difficult one, made all the more imperative because MOC will complete 
its third refinery in 1982, doubling refining capacity. Burma at 
that time will only have about 40 percent of the necessary crude to 
keep its refineries in operation. 


IMPLICATIONS FOR THE UNITED STATES 
Foreign Private Investment Still Doubtful in Near Future 


At present there is no foreign private investment in Burma, and there 
has not been any since the current socialist government came to power 
twenty years ago. Since 1976, however, Burmese officials have 
expressed a willingness to enter into "mutually beneficial economic 
cooperation" with foreign public or private enterprises in cases 
where Burma lacks the necessary technology or capital infrastructure, 





In practical terms this new policy formulation has meant nothing. 
Although the government has offered to consider investment proposals 
on a case-by-case basis, it has not drafted a new investment law 

and has not made any decisions concerning preferential policies to 
encourage investments such as special tax concessions or tax 
holidays. Government policy makers and planners have in fact dis- 
couraged proposals which call for an equity share by a foreign 

firm in a joint enterprise. 


In short, U.S. firms which are looking for short-term investments 
with quick in-and-out profits in Burma will be disappointed. There 
is no prospect in the near future for establishing joint ventures 
with foreign equity shares. Proposals, however, which are 

flexible and innovative and meet the special needs of the moment 
might prove attractive to Burmese planners. Counter-trade proposals, 
for example, appear to have some viability under present conditions. 


The long-term investment picture looks brighter. Not all of Burma's 
capital investment needs can be met through bilateral and multi- 
lateral assistance and commercial loans. Continued reliance on 

loan capital alone will create an even greater debt servicing burden. 
When Burma's decision makers recognize the extent of this problem 
and regularize investment procedures for private foreign investment, 
opportunities for investment should appear in several sectors. 

Burma has already tentatively identified several possible areas for 
future private investment. These include heavy industry projects, 
the petro-chemical sector, and offshore oil exploration and develop- 
ment. Enterprises which earn foreign exchange through exports or 
produce import substitutes, especially in the light industry sector, 
will also prove attractive in the long term. 


U.S. Exports to Burma are Rising 


Although investment opportunities are negligible for the present in 
Burma, export trade to Burma has increased markedly for U.S. firms 
over the past year and exceeded U.S. $60 million in 1980-81. The 
majority of these sales were for oil service equipment, but Burma 
also bought significant quantities of agricultural chemicals and 
heavy, construction-related equipment. U.S. firms also had success 
on a smaller scale in selling pharmaceutical products, and they made 
their first sales in the computer field after almost 15 years. 


The revival of the U.S. AID program in Burma in August 1980 will also 
create new export opportunities for qualified U.S. firms in the 
coming years. AID is sponsoring a rural health program currently 
under which AID will be purchasing medical equipment and other 

health related commodities. In addition AID is in the planning stage 
of a major agricultural sector project which will require inputs of 
fertilizer, insecticidess and agricultural equipment. 





U.S. firms doing business with Burma face a number of problems 
strategically and operationally. The government handles all 
foreign trade on a tender basis, but the lead time between the 
issue of the tender and the closing date for bids often is too 
short. The U.S. Department of Commerce TOP Program cannot always 
bridge the time gap. As a result, some U.S. firms depend upon 
local representatives to obtain tenders and to advertise their 
products. Information on available products on the world market is 
in short supply in Burma, and Burmese planners and end-user 
corporations are particularly receptive to presentations and 
information on specifications of potential products for import. 
Local representatives are valuable as informants in this regard. 


Sales opportunities in Burma are restricted in the sense that there 
is limited foreign exchange for overseas purchases. Only three 

or four state corporations and departments (Ministry of Mines, 
Construction Corporation, Irrigation Department, and Myanma Oil 
Corporation) have large allotments of free foreign exchange through 
the budgetary process. The remainder of sales opportunities are 

on a project basis and are tied to foreign loan financing from 
various bilateral and multilateral donors. 


For the most part, procurement for bilateral aid projects is tied 
to firms from the donor country. The best major project opportuni- 
ties for U.S. firms are projects which the World Bank and the 

Asian Development Bank finance. Since 1975 these two institutions 
have supported over 30 development projects in Burma and processed 
loans in excess of U.S. $700 million. Most of the loan money for 
these projects is in-the forestry, irrigation, agro-industry, 
fisheries, hydro-power ,and telecommunications sectors. 


In order to assist U.S. firms interested in expanding commercial 
contacts with Burma, the Embassy commercial unit publishes a 
number of sectoral reports (mining, petroleum, agriculture) which 
are available upon request. In addition it also publishes Doing 
Business with Burma and a quarterly Major Projects Early Warning, 
a digest on the current status of World Bank and Asian Development 
Bank projects, to familiarize U.S. firms with the Burmese market. 
Firms interested in these reports may request copies by writing 
care of the U.S. Embassy, 581 Merchant Street, Rangoon, Burma. 


%t U. S, GOVERNMENT PRINTING OFFICE: 1981—341-007/419 
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